power in 1999, Russia was faced by a much enlarged political and economic block of the European Union and a military alliance of NATO stretching to its own (Kaliningrad) borders with Poland to the West, the Baltic states to the northwest, and another NATO member and EU candidate, Turkey, in the south.
Not only had Russia's position in foreign affairs deteriorated, the domestic situation was worse. When Boris Yeltsin took power in 1991, he had considerable backing for radical political and economic reforms. He presided over a political elite-led redistribution of property rights. He moved swiftly, at least initially, in the direction of an Anglo-American type of market capitalism and a formally polyarchic competitive political system. But earlier expectations were not met: the much-hoped-for financial aid of the magnitude of a new Marshall plan did not materialise, while conditionalities of the IMF and EU for trade and aid were linked to levels of marketisation, privatisation and 'civil society' issues which created internal problems. Capital flight, enabled by the freedom to transfer assets, severely impoverished the country at the expense of the new capitalist class -'oligarchs' -often based abroad. Economic management was discredited when, in 1998, the government defaulted on the repayment of debt.
The economy declined rapidly in a major transition recession -the loss in Russian GDP was comparable to that of the USSR during the Great Patriotic War of 1941 to 1944. Mass unemployment, significant levels of poverty, a major population decline resulting from a declining birth rate, emigration and a dramatic rise in the death rate, and internal strife in the republics and regions of the Russian Federation led to political instability. Moreover, the effects of policy led to considerable internal opposition. In autumn 1993, Yeltsin had illegally dissolved the country's legislature and subsequently used troops and artillery to destroy the Duma building to dispatch the elected representatives. This policy, and his re-election victory against the communist contender, Zyuganov, was backed financially and politically by the West, as well as Russia's own liberal reformers, who saw Yeltsin as the best insurance against a reversion to a state-centred society.
Yeltsin had presided over a systemic decline of the Russian Federation. While under the Soviet regime Russia's ranking in the world social development indicators (a composite index of GDP, educational levels and health conditions) was in the high social development category (the USSR was ranked 25th, compared to the USA, which was ranked 18th), by 2000, when Putin came to power, it had fallen to 60th and by 2006 to 65th place -just below Libya. In 2004, it ranked in terms of life expectancy at 115, just below Grenada.
1 Soviet Russia had been a relatively equalitarian society, but the results of the privatisation of property had led to the rise of a small superwealthy bourgeois class, led by 'oligarchs' who had plundered much of the previously state-owned natural wealth. Moscow, and to some extent St Petersburg and Ekaterinburg -thanks to Western involvement -had maintained
